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 First and Second-Best Taxation
)LUVWEHVWWD[DWLRQLVFKDUDFWHUL]HGE\ZKDWLVNQRZQDVDQRQGLVWRUWLYHWD[VXFKDV
OXPSVXP WD[DWLRQ 0DQNLZ:HLQ]LHUO DQG<DJDQ  ± HIIHFWLYHO\ LW LV D WUDQVIHU
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GRHVQRWGLVWRUWZKDWZRXOGKDYHEHHQ WKHFRPSHWLWLYHHTXLOLEULXP LQ WKHDEVHQFHRI D
tax1)RUH[DPSOHLIDOOUHVLGHQWVDUHIRUFHGWRSD\WKHJRYHUQPHQWDSUHYLRXVO\XQNQRZQ
DQGRQHWLPHIHHWKDWZRXOGFDXVHPLQLPDOGLVWRUWLRQVVLQFHLWZRXOGQRWDIIHFWPDUJLQDO




PRUH FRVWO\ WR FRQVXPHUV DQG SURGXFHUV WKH VSHFL¿F LQFLGHQFH GHSHQGV RQ PDUNHW
HODVWLFLWLHVDQGDOWKRXJKLWPD\QRWFDXVHDOOFRQVXPHUVWRFKDQJHWKHLUFRQVXPSWLRQLW




JDPEOLQJ VWDWLRQV DUH W\SLFDOO\ OLPLWHG E\ D JRYHUQPHQW TXRWD D JDPEOLQJ WD[ WKDW LV
VXI¿FLHQWO\VPDOOPD\DFWXDOO\EHQRQGLVWRUWLYH$QLQLWLDOGHDGZHLJKWORVVLVFUHDWHGE\
JRYHUQPHQWUHVWULFWLQJWKHVXSSO\RIJDPEOLQJLQWKHPDUNHWDQGDOLFHQVHIHHRUUHYHQXH









WD[FXUYHDW]LVFKDUDFWHUL]HGE\DTXDQWLW\4t) that is greater than the market restricted 
quota (Qr,QDQRWKHUZLVHFRPSHWLWLYHPDUNHWVXFKDWD[ZRXOGFDXVHGLVWRUWLRQVWKDWOHDG

















production and causes output to fall from qm to qm+t.$OXPSVXPWD[FRXOGKDYHJHQHUDWHG
tax revenue equal to pmHIEVXFKDVWKURXJKDJDPLQJOLFHQVHHTXDOWRWKDWDPRXQWEXW






















































































































































































































































































































 UNLV Gaming Research & Review Journal  Volume 17 Issue 2
5DPVH\)3$FRQWULEXWLRQWRWKHWKHRU\RIWD[DWLRQ7KH(FRQRPLF-RXUQDO
±
5LYHQEDUN:&	5RXQVDYLOOH%%7KHLQFLGHQFHRIFDVLQRJDPLQJWD[HVLQ
0LVVLVVLSSL6HWWLQJWKHVWDJH3XEOLF$GPLQLVWUDWLRQ4XDUWHUO\
5RVH,11HZ8,*($UHJVSXWEHQH¿WVDQGEXUGHQVRQVWDWHV*DPLQJ/DZ
5HYLHZDQG(FRQRPLFV±
5RVH,13RNHU¶V%ODFN)ULGD\*DPLQJ/DZ5HYLHZDQG(FRQRPLFV
±
6DQGPR$2SWLPDOWD[DWLRQLQWKHSUHVHQFHRIH[WHUQDOLWLHV6ZHGLVK-RXUQDORI
HFRQRPLFV±
6PLWK-*DPEOLQJWD[DWLRQLQ$XVWUDOLD5HWULHYHGIURPZZZWDLRUJDX
GRFXPHQWVGSBIXOOWH[W'3SGI
6ZLVV,QVWLWXWHRI&RPSDUDWLYH/DZ6WXG\RIJDPEOLQJVHUYLFHVLQWKHLQWHUQDO
PDUNHWRIWKH(XURSHDQ8QLRQ6ZLVV,QVWLWXWHRI&RPSDUDWLYH/DZ/DXVDQQH
7D[)RXQGDWLRQ6WDWH,PSOLFLW/RWWHU\7D[5HYHQXH3HU&DSLWD)LVFDO<HDU
5HWULHYHGIURPKWWSWD[IRXQGDWLRQRUJDUWLFOHVWDWHLPSOLFLWORWWHU\WD[UHYHQXH
FDSLWD¿VFDO\HDU
7XOORFN*([FHVVEHQH¿W:DWHU5HVRXUFHV5HVHDUFK±GRL
:5LS
:DONHU'0D7KHHFRQRPLFVRIFDVLQRJDPEOLQJ1HZ<RUN1<
6SULQJHU9HUODJ
:DONHU'0E3UREOHPVLQTXDQWLI\LQJWKHVRFLDOFRVWVDQGEHQH¿WVRIJDPEOLQJ
$PHULFDQ-RXUQDORI(FRQRPLFVDQG6RFLRORJ\±GRLM
[
:DONHU'0	-DFNVRQ-''R86JDPEOLQJLQGXVWULHVFDQQLEDOL]HHDFK
RWKHU"3XEOLF)LQDQFH5HYLHZ±
:LHEH-6LQJOH(	)DONRZVNL+DP$0HDVXULQJJDPEOLQJDQGSUREOHP
JDPEOLQJLQ2QWDULR5HVSRQVLEOH*DPEOLQJ&RXQFLO&DQDGLDQ&HQWUHRQ6XEVWDQFH
$EXVH
:RUWKLQJWRQ$&,PSOLFLW¿QDQFHLQJDPEOLQJH[SHQGLWXUHV$XVWUDOLDQHYLGHQFH
RQVRFLRHFRQRPLFDQGGHPRJUDSKLFWD[LQFLGHQFH3XEOLF)LQDQFH5HYLHZ
6HFWLRQ
